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§ 256.01–11 Methods of allocation. 

Indirect costs and compensation for 
use of capital shall be allocated to 
work orders in accordance with the 
service company’s applicable and cur-
rently effective methods of allocation 
filed with the Commission. Both direct 
and allocated indirect costs of work or-
ders for two or more associate compa-
nies shall be allocated among such 
companies in the same manner. Each 
work order should identify the methods 
of allocation to associate companies 
and the accounts to be charged. The as-
sociate companies should be notified in 
writing of any change in the methods 
of allocation.

§ 256.01–12 Compensation for use of 
capital. 

Paragraph (a) of Rule 91 provides in 
pertinent part that a servicing trans-
action shall be deemed to be performed 
at no more than cost if the price of 
such service does not exceed a fair and 
equitable allocation of expenses plus 
reasonable compensation for necessary 
capital procured through the issuance 
of capital stock. Interest on borrowed 
capital and compensation for the use of 
capital shall only represent a reason-
able return on the amount of capital 
reasonably necessary for the perform-
ance of services or construction work 
for, or the sale of goods to, associate 
companies. Such compensation may be 
estimated and shall be computed 
monthly in the manner prescribed by 
the Commission. The amount of com-
pensation shall be stated separately in 
each billing to the associate compa-
nies. An annual statement to support 
the amount of compensation for use of 
capital billed for the previous twelve 
months and how it was calculated shall 
be supplied to each associate company 
at the end of the calendar year.

§ 256.01–13 Submission of questions. 

To promote and maintain uniformity 
in accounting, the service companies 
shall submit all questions of doubtful 
interpretation of the prescribed ac-
counting to the Division of Corporate 
Regulation or its successor for consid-
eration and decision.

BALANCE SHEET ACCOUNTS: ASSETS AND 
OTHER DEBIT ACCOUNTS

1. SERVICE COMPANY PROPERTY

§ 256.101 Service company property. 
This account shall include the cost of 

service company property included in 
accounts 301 and 303 through 311 pre-
scribed herein.

§ 256.107 Construction work in 
progress. 

This account shall include the total 
of the balances of work orders for serv-
ice company property in process of con-
struction. Work orders shall be cleared 
from this account as soon as prac-
ticable after completion of the job.

§ 256.108 Accumulated provision for 
depreciation and amortization of 
service company property. 

(a) This account shall be credited 
with the amount charged to account 
403, Depreciation and amortization ex-
pense. 

(b) At the time of retirement of de-
preciable service company property, 
this account shall be charged with the 
book cost of the property retired and 
the cost of removal, and shall be cred-
ited with the salvage value and any 
other amounts recovered, such as in-
surance, unless the company maintains 
costs and related reserves for specific 
units or types of property. 

(c) Individual subaccounts for each 
classification of property listed under 
account 101, Service company property, 
shall be maintained.

2. INVESTMENTS

§ 256.123 Investment in associate com-
panies. 

This account shall only include notes 
receivable, advances, and other bal-
ances in open accounts with associate 
companies, which are not subject to 
current settlement.

§ 256.124 Other investments. 
This account shall include the cost or 

current value of investments, which-
ever is less, in securities, club member-
ships, associations, life insurance poli-
cies for employees, or other invest-
ments in nonassociate companies, 
other than account 136, Temporary 
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cash investments. This account shall 
not be used for advances to associate 
companies. The account shall be main-
tained in such manner as to show by 
subaccounts, or otherwise, the nature 
and amount of each investment.

3. CURRENT AND ACCRUED ASSETS

§ 256.131 Cash. 
This account shall include the 

amount of current cash funds except 
working funds.

§ 256.134 Special deposits. 
This account shall include deposits 

with fiscal agents or others for special 
purposes. Entries to this account shall 
specify the purpose for which the de-
posit is made.

§ 256.135 Working funds. 
This account shall include cash ad-

vanced to officers, agents, employees 
and others as petty cash or working 
funds.

§ 256.136 Temporary cash investments. 
This account shall include the cost of 

investments, such as demand and time 
loans, bankers’ acceptances, United 
States Treasury obligations, market-
able securities, and other similar in-
vestments, acquired for the purpose of 
temporarily investing cash.

§ 256.141 Notes receivable. 
This account shall include the cost of 

all notes receivable and similar evi-
dences of amounts due within one year 
from persons other than associate com-
panies. The account shall be so main-
tained as to show separately amounts 
due from officers, directors, employees 
and others.

§ 256.143 Accounts receivable. 
This account shall include amounts 

due on open accounts, other than 
amounts due from associate companies.

§ 256.144 Accumulated provision for 
uncollectable accounts. 

This account shall be credited with 
amounts provided for losses on notes 
and accounts receivable which may be-
come uncollectable, and also with col-
lections on accounts previously 
charged hereto.

§ 256.146 Accounts receivable from as-
sociate companies. 

This account shall include notes and 
balances in open accounts due from as-
sociate companies which are expected 
to be paid in full within one year.

NOTE: Occasional payments to accommo-
date an associate company for emergency 
purposes or where obvious increased cost or 
time problems would be incurred shall be in-
cluded in this account, but shall be seg-
regated in a subaccount. Expenditures which 
do not pertain to performance of services by 
the service company shall be paid directly by 
the associate company.

§ 256.152 Fuel stock expenses undis-
tributed. 

The service company shall utilize 
this account, where appropriate, to in-
clude the cost of service company labor 
and of office supplies used and oper-
ating expenses incurred with respect to 
the review, analysis and management 
of fuel supply contracts or agreements, 
the accumulation of fuel information 
and its interpretation, the logistics and 
handling of fuel, and other related sup-
port functions, as a service to the asso-
ciate company engaged in the procure-
ment and transportation of fuel. This 
account shall be maintained to show 
the expenses attributable to each asso-
ciate company through the use of work 
orders. All expenses of a service com-
pany’s fuel department or functions 
shall be cleared through this account.

§ 256.154 Materials and supplies. 

(a) The service company may utilize 
this account, where appropriate, to in-
clude the costs of materials and sup-
plies held for use by the service com-
pany in performing its services. The 
cost of material and supplies attrib-
utable to work orders for service com-
pany property in process of construc-
tion shall be charged to account 107, 
Construction work in progress. 

(b) Materials and supplies issued 
shall be credited hereto and charged to 
the appropriate expense or other ac-
counts on the basis of a unit price de-
termined by the use of cumulative av-
erage, first-in-first-out, or such other 
method of inventory accounting as 
conforms with generally accepted ac-
counting standards consistently ap-
plied.
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